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E.O. 11652: N/A 

TAGS: EFIN, ENRG, EALR, VE 

SUBJ: BALANCE OE PAYMENTS INEORMATION 

REE: STATE 199613 AND CERP 0102 

SUMMARY: THERE FOLLOWS A BALANCE OF PAYMENTS DATA EOR THE 
PERIOD REQUESTED IN THE REETEL AS WELL AS THE EMBASSY'S PRO- 
JECTION EOR THE YEARS 1975-1979. THE EMBASSY'S PROJECTION IS 
SIMILAR TO THAT IN THE TREASURY DEPARTMENT'S RECENT REPORT ON 
OPEC COUNTRIES' BALANCE OE PAYMENTS BUT WE EORESEE LESS OE DECLINE 
IN THE VENEZUELAN SURPLUS ON CURRENT ACCOUNT SINCE OUR PROJECTION 
ASSUMES CONTINUOUS INCREASES IN THE PRICE OF OIL. AS A RESULT 
OF THIS AND OTHER ASSUMPTIONS THE EMBASSY PROJECTS THE CURRENT 
ACCOUNT TO REMAIN POSITIVE UNTIL 1980 RATHER THAN TO BECOME 
NEGATIVE IN 1978 AS PREDICTED IN THE TREASURY REPORT. END 
SUMMARY. 

2. THE DATA EOR THE YEARS 1972-1974 ARE BASED ON CENTRAL BANK 
STATISTICS EOR THOSE YEARS CONTAINED IN THE BANK'S ANNUAL REPORTS 
AND MONTHLY BULLETINS. THE DATA HAS BEEN ADJUSTED HOWEVER TO TAKE 
INTO ACCOUNT THE REALIZED VALUE OF PETROLEUM EXPORTS RATHER THAN 
THE TAX REEERENCE VALUE WHICH IS REFLECTED IN THE BANK'S EIGURES 
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IN THE BANK'S STATISTICS A NEGATIVE ADJUSTMENT IS MADE IN THE 
INCOME EROM INVESTMENT IN ORDER TO COMPENSATE FOR THE OVER- 
STATEMENT OF PETROLEUM EXPORTS BASED ON TAX REFERENCE VALUES. 

3. FIRM FIGURES FOR THE FIRST HALF OF 1975 ARE NOT YET AVAILABLE 
FROM THE GOV, WITH THE EXCEPTION OF THE FOREIGN EXCHANGE RESERVE 
LEVEL AND THE FIRST FOUR MONTHS OF IMPORTS AND EXPORTS. 

ALTHOUGH THE CENTRAL BANK UNDOUBTEDLY HAS PREPARED SOME ROUGH 
CALCULATIONS FOR THE BALANCE OF PAYMENTS FOR THE FIRST SEMESTER, 

IT CLAIMS THAT IT WILL NOT RELEASE THEM FOR EXTERNAL USE EVEN TO 
OTHER DEPARTMENTS OF THE GOV. 

4. THE PROJECTION FOR THE YEARS 1975 THROUGH 1979 HAS BEEN 
PREPARED BY THE EMBASSY BASED ON THE ASSUMPTIONS FOLLOWING THE 
TABLE. THE EMBASSY'S PROJECTION IS CONSIDERABLY LESS OPTIMISTIC 

THAN THE CURRENT ACCOUNT PROJECTION PREPARED BY CORDIPLAN (NATIONAL 
PLANNING OFFICE) FOR THE CURRENT FIVE YEAR PLAN, IN THAT IT 
ESTIMATES A FASTER RATE OF DECLINE IN THE TRADE SURPLUS AND CURRENT 
ACCOUNT SURPLUS. HOWEVER, BASED ON THE ASSUMPTIONS, USED IN THE 
CALCULATIONS THE EMBASSY PROJECTS A POSITIVE OVERALL BALANCE 
THROUGH 1979. THE DECREASE IN OIL REVENUE FOR 1976 WAS EMPHASIZED 
SEPTEMBER II BY MINISTER OF FINANCE HECTOR HURTADO, WHO CONFIRMED 
THE EMBASSY'S ASSUMPTION THAT OIL PRODUCTION WOULD AVERAGE ONLY 
2.2 MILLION BARRELS PER DAY. 

VEN. BALANCE OF PAYMENTS PROJECTION 1972-1979 (MILLIONS OF $U.S.) 

1972 1973 1974 1975 

CURRENT ACCOUNT -37 880 6163 2865 

TRADE BALANCE (NET) 970 2110 7430 3940 

EXPORTS (NET) 3192 4736 11,271 9440 

OIL 2919 4404 10,734 8920 

NON OIL 273 332 537 520 

IMPORTS -2222 2626 -3841 5500 

SERVICE ACCOUNT -714 -1117 -1267 -1075 

INVESTMENT INCOME -472 -672 -394 -25 
OIL -274 -476 -428 -325 

OTHER -198 -216 34 300 

OTHER SERVICES -442 -427 -873 -1050 

CAPITAL ACCOUNT -176 -172 -693 221 
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VEN. BLANACE OE PAYMENTS PROJECTION 1972-1979 (MILLIONS OF $U.S.) 
1976 1977 1978 1979 
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5. NOTES AND ASSUMPTIONS FOR VENEZUELAN BALANCE OF PAYMENTS 
PROJECTION. 

EXPORTS 

IN ACCORDANCE WITH ANNOUNCEMENTS BY THE GOVERNMENT (PROJECTIONS), 
OIL EXPORTS ARE ASSUMED AT A DECLINING RATE OF PRODUCTION FROM 
2.4 MILLION B/D IN 1975 TO 2.0 MILLION B/D BY 1980. ON THE PRICE 
SIDE, THE PROJECTION ASSUMES A $2.00 PER BARREL INCREASE BEGINNING 
IN SEPTEMBER 1975. THIS HAS BEEN THE VENEZUELAN GOAL BUT WE NOW 
EXPECT A MORE MODEST INCREASE. MODERATE INCREASES IN LINE WITH 
INFLATION ARE EXPECTED FOR THE SUBSEQUENT YEARS. THE PROJECTION 
ALSO ASSUMES AN INCREASING DOMESTIC CONSUMPTION WHICH WILL REDUCE 
THE LEVEL OF OIL AVAILABLE FOR EXPORT. IN CALCULATING OIL EXPORT 
FIGURES FOR 1975-1980, THE FOLLOWING ASSUMPTIONS WERE MADE: 

1975 - AVERAGE REALIZED PRICE OF $10.95 PER BARREL FROM JANUARY 
THROUGH SEPTEMBER; $13.00 PER BARREL FROM SEPTEMBER THROUGH 
THE REMAINDER OF THE YEAR; AVERAGE PRODUCTION RATE OF 2.4 
MILLION B/D; AND 100 MILLION BARRELS FOR INTERNAL CONSUMPTION. 

1976 - AVERAGE REALIZED PRICE OF $13.00 PER BARREL: PRODUCTION 
RATE OF 2.2 MILLION B/D; 1 10 MILLION BARRELS FOR INTERNAL 
CONSUMPTION. 

1977- AVERAGE REALIZED PRICE OF $14.30 PER BARREL; PRODUCTION 
RATE OF 2.15 MILLION B/D; 125 MILLION BARRELS FOR INTERNAL 
CONSUMPTION; INFLATION RATE 10 PERCENT; REAL GROWTH RATE 5 
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PERCENT. 

1978 - AVERAGE REALIZED PRICE OF $15.30 PER BARREL; PRODUCTION RATE 
OF 2.10 MILLION B/D; INTERNAL CONSUMPTION 140 MILLION BARRELS; 
INFLATION RATE 7 PERCENT; GROWTH RATE 5 PERCENT. 

1979 - AVERAGE REALIZED PRICE OF $16.07 PER BARREL: PRODUCTION 
RATE OF 2.05 MILLION B/D; INTERNAL CONSUMPTION 160 MILLION 
BARRELS; INFLATION RATE 5 PERCENT; GROWTH RATE 5 PERCENT. 

1980 - AVERAGE REALIZED PRICE OF $16.90 PER BARREL; PRODUCTION 
RATE OF 2.00 MILLION B/D; INTERNAL CONSUMPTION OF 200 MILLION 
BARRELS; INFLATION RATE 5 PERCENT; GROWTH RATE 5 PERCENT. 

THE INCREASE IN INTERNAL CONSUMPTION FOR PETROLEUM IS BASED NOT 
ONLY ON THE GROWTH RATE OF THE ECONOMY BUT ALSO ON THE ASSUMPTION 
THAT THE PETROCHEMICAL INDUSTRY WILL BE USING AN INCREASING AMOUNT 
OF PETROLEUM FOR RAW MATERIAL. LARGE INCREASES IN NON-PETROLEUM 
EXPORTS ASSUME COMPLETION OF MAJOR PROJECTS IN THE METALLURGICAL 
INDUSTRY, AS WELL AS A POSITIVE RESPONSE TO THE GOVERNMENT POLICY 
OF EXPORT PROMOTION THROUGH INCENTIVES AND INCREASED EFFORTS BY 
A PRIVATE INDUSTRY TO TAKE ADVANTAGE OF THE ANDEAN PACT. 

IMPORTS 

IMPORTS ARE ASSUMED TO INCREASE IN LINE WITH THE GROWTH OF THE 
ECONOMY AND WORLD INFLATION RATES AS ASSUMED ABOVE, IN ADDITION 
TO NEED FOR CAPITAL IMPORTS DESTINED FOR NEW MANUFACTURING 
ENTERPRISES. ON THE OTHER HAND, IT IS ASSUMED THAT THE GOVERNMENT 
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WILL TAKE STRONG MEASURES TO REDUCE NON-ESSENTIAL AND LUXURY 
IMPORTS. 

SERVICE ACCOUNT 

NET INVESTMENT INCOME IS ASSUMED TO GO EROM A NEGATIVE POSITION IN 
1975 TO AN INCREASINGLY POSITIVE POSITION THROUGH THE REST OE 
THE DECADE. NET OUTELOW OE INVESTMENT INCOME FOR THE PETROLEUM 
INDUSTRY SHOULD BE REDUCED CONSIDERABLY AETER NATIONALIZATION; 
HOWEVER, SERVICE CONTRACTS IN THIS FIELD WILL PREVENT THIS OUTFLOW 
OF INVESTMENT INCOME EROM DISAPPEARING COMPLETELY. ON THE OTHER 
HAND, REPAYMENTS FROM THE VENEZUELAN INVESTMENT EUND INVESTMENTS 
WILL CONSITUTE AN EVER-INCREASING POSITIVE EACTOR EOR OTHER 
INVESTMENT INCOME ELOWS. THE COST OE SERVICES ARE ASSUMED TO 
GROW GRADUALLY THROUGH 1977 IN LINE WITH WORLWIDE INELATION, BUT 
THEN DECREASE SOMEWHAT AS VENEZUELA DEVELOPS ITS OWN MERCHANT ELEET 
AND IMPOSES RESTRICTIONS ON FOREIGN INSURANCE COMPANIES. 

CAPITAL ACCOUNT 

DISINVESTMENT, WHICH HAS CHARACTERIZED THE PETROLEUM INDUSTRY 
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EOR A NUMBER OF YEARS IN ANTICIPATION OP REVERSION, SHOULD CEASE 
AETER 1975 BECAUSE IT IS ASSUMED THAT PETROLEUM ASSETS OP FOREIGN 
COMPANIES REVERTING TO THE STATE WOULD BE PAID EOR BY GOVERNMENT 
BONDS WHICH WOULD NOT BE DUE BEPORE 1980. OTHER PRIVATE INVESTMENT 
IS EXPECTED TO DECLINE SOMEWHAT DURING 1976 AND 1977 AS A RESULT 
OP PORCED DISINVESTMENT BY ARTICLE 43 OP DECISION 24 OF THE ANDEAN 
PACT. AETER 1977 NET PRIVATE INVESTMENT IS EXPECTED TO INCREASE 
AS A RESULT OF NEW INVESTMENTS FLOWING FROM INVESTMENT 
INCENTIVES FOR EXPORTS. 

OPFICIAL CAPITAL DURING THE PERIOD 1975 TO 1980 IS EXPECTED TO 
INCREASE AS A RESULT OP OUTPLOWS BY THE VENEZUELAN INVESTMENT 
EUND TO OTHER COUNTRIES AND INTERNATIONAL LENDING INSTITUTIONS. 

BY STATUTE THE EUND IS AUTHORIZED TO SPEND 15 PERCENT OP ITS 
RESOURCES IN THIS MANNER. NO ASSUMPTIONS HAVE BEEN MADE BEYOND 
1975 EOR SHORT TERM CAPITAL PLOWS WHICH ARE UNPREDICTABLE AND 
ETERMINED BY INTERNATIONAL INTEREST RATES AND WORLD ECONOMIC 
CONDITIONS. BEYOND 1975 THE CHANGE IN RESERVES IS CALCULATED AS 
A RESIDUAL ASSUMING A NETURAL INPLUENCE BY SHORT TERM CAPITAL 
PLOWS. 

5. COMMENT: THE TWO MOST DETERMINANT PACTORS IN THIS CALCULATION, 

OP COURSE, ARE THE PRODUCTION RATE OP OIL AND THE PRICE ACHIEVED 
EOR OIL EXPORTS. THE PRODUCTION RATE IS INPLUENCED BY 
(1) THE VENEZUELAN GOVERNMENT'S CONSERVATION POLICY; (2) WORLD 
DEMAND FOR VENEZUELAN OIL; AND (3) THE PHYSICAL CAPACITY OF THE 
COUNTRY TO PRODUCE. DURING THE TIME PERIOD UNDER CONSIDERATION, 

THERE IS LITTLE DOUBT THAT VENEZUELA HAS PRODUCTION CAPACITY TO 
MEET THE RATES ASSUMED IN THE PROJECTION. SINCE THE GOVERNMENT 
WILL HAVE COMPLETE CONTROL OVER THE INDUSTRY AFTER NATIONALIZATION, 
ONLY WORLD DEMAND AND THE RATE OP RESERVOIR DEPLETION (CURRENTLY 
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ABOUT 4 PERCENT ANNUALLY) WOULD BE A LIMITING FACTOR ON VENEZUELA 
ACHIEVING THE RATE OF PRODUCTION ASSUMED IN THE PROJECTION. 

THE PRICE OF OIL PER BARREL DEPENDS NOT ONLY ON WORLD DEMAND, BUT 
ON THE ABILITY OF OPEC TO IMPOSE ITS PRICE OBJECTIVES. THE INCREASE 
OF OIL PRICES ASSUMED IN THE PROJECTION IS BASED ON ASSUMPTIONS 
CONCERNING A MODEST RATE OF WORLD INFLATION ON WHICH OPEC 
DEMANDS ARE LIKELY TO BE BASED. 

AS NOTED ABOVE, THE OFFICIAL LONG TERM CAPITAL FLOWS PROJECTED 
ASSUME SIGNIFICANT CONTRIBUTIONS BY THE VENEZUELAN INVESTMENT 
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FUND ABROAD. DESPITE THIS LEVEL ASSUMED IN THE PROJECTION, THERE 
WOULD BE A CONTINUAL INCREASE IN THE LEVEL OF FOREIGN EXCHANGE 
RESERVES. WHILE MUCH OF VENEZUELAN INVESTMENT FUND CONTRIBUTIONS 
ARE IN THE EORM OE COMMITMENTS ALREADY MADE, THERE REMAINS 
CONSIDERABLE LEEWAY FOR RETRENCHMENT AS THE BALANCE OF PAYMENTS 
SITUATION BECOMES LESS OPTIMISTIC THAN IS FORESEEN IN THIS 
PROJECTION. 

SHLAUDEMAN 
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